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MGA KAUTUSANG TAGAPAGPAGANAP, PAHAYAG AT 
KAUTUSANG PANGPANGAS1WAAN 

(EXECUTIVE ORDERS, PROCLAMATIONS AND ADMINISTRATIVE ORDERS) 



MALACANANG 

RESIDENCE OF THE PRESIDENT OF THE PHILIPPINES 
MANILA 

PRESIDENTIAL DECREE No. 681 

CREATING THE “FARM SYSTEMS DEVELOPMENT 
CORPORATION” PRESCRIBING ITS POWERS 
AND ACTIVITIES PROVIDING FUNDS THERE- 
FOR AND FOR OTHER PURPOSES 

Whereas, it is the desired goal of the government to 
hasten rural development and to provide substantial op- 
portunities to Filipino farmers to attain economic well- 
being and lead a dignified life; 

Whereas, in the pursuit of this desire, the government 
shall pool the collective efforts of the public and private 
sectors in order to effect the necessary changes and reforms 
in the social, economic and political structures of our 
society ; 

Whereas, there is an imperative need to increase food 
production in order to cope with the demand by an ex- 
panding population ; 

Whereas, the government is cognizant of the role the 
farmers play in the process of modernizing the agricul- 
tural sector; 

Now, THEREFORE, I Ferdinand E. Marcos, President 
of the Republic of the Philippines, by virtue of the powers 
vested in me by the Constitution, do hereby decree, order 
and make as part of the law of the land the following : 

Chapter I 

TITLE, PURPOSE AND DEFINITIONS 

Section 1. Title. — This Decree shall be referred to as 
the “FARM SYSTEMS DEVELOPMENT CORPORA- 
TION DECREE”. 

Sec. 2. Policy Purpose. — The commitment of the 
farmers to participate in the efforts to improve farming, 
processing and marketing methods is vital in the process 
of increasing food production and hastening rural devel- 
opment. It is hereby declared to be the policy of the 
State to pursue and foster in an orderly and expeditious 
manner, the attainment of this objective. 

For this purpose, the FSDC shall promote the organrza- 
tion and assist all irrigation associations and other farm- 
084705 





271-6 



OFFICIAL GAZETTE 



VOL. 71, NO. 19 



based related entities which are willing to pursue diligently 
the above purpose. 

To become effectively established and operationally 
stable, the irrigation association, and other farm-related 
entities shall be given every tenable support and assist- 
ance by the national government, its instrumentalities and 
agencies to the fullest extent of which they are capable. 
Being by their nature substantially self-regulating and 
Congress having by the enactment of this Decree, they 
should be subject to minimal regulations by other adminis- 
trative agencies in all phases of their organization and 
operation requiring and justifying regulation, in order to 
further encourage and promote their development. 

Sec. 3. Definitions. — As used in this Decree, the 
following words or terms shall have the following meaning, 
unless a different meaning clearly appears from the con- 
text : 

a) “FSDC” shall mean the Farm Systems Development Corporation, 
“Board of Administrators” shall mean the Board of Adminis- 
trators and “Administrator” shall mean the Administrator, all 
as provided for in this Decree. 

b) “Corporation” shall mean the FSDC. 

c) “NIA” shall mean the National Irrigation Administration, 
“NEA” shall mean the National Electrification Administration, 
“DAP” shall mean the Development Academy of the Philippines, 
“NPC” shall mean the National Power Corporation, and “NGA” 
shall mean the National Grains Authority. 

d) “Association” shall mean a corporation organized or existing 
under Act No. 1459, or a corporation thereafter organized, that 
manages, runs and provide water for irrigation purposes, and 
other concomitant services. 

e) “Person” shall mean any natural person, firm, association, cor- 
poration, business trust, partnership, the National Government, 
or any political subdivision, agency or instrumentality thereof. 

f) “Service” shall mean irrigation service including the providing 
of any auxiliary or related service. 

g) “Area” shall mean: (1) the geographic area covered or serv- 
iced by an irrigation association, or (2) any lesser geographic 
area for the furnishing of irrigation service for which an asso- 
ciation, person, or any entity pursuant to this Decree, borrows, 
or may apply to borrow, funds from FSDC, or may secure loans 
with the approval of the FSDC, to finance the acquisition or 
construction and operation, maintenance of irrigation and farm- 
related facilities. 

h) “Interest rate per centum per annum” shall mean an interest 
rate that is accrued solely upon the unpaid balance of any 
principal loan which has actually been advanced to a borrower 
and upon any interest payment which has become due or been 
paid by the borrower's, computed on an annual basis. 

i) “Loan” shall mean a loan, the total principal amount of which, 

as when required for application to the purpose thereof, is at 
the time of the making thereof, assured from funds that are or 
will become available therefor. 

j) “Congress” shall mean the President during his exercise of Mar- 
tial Law, or the National Assembly under the new Constitution, 

whichever is the case at any given time. 
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k) “President” shall mean the President of the Philippines during 
the existence of Martial Law, or the Prime Minister when the 
National Assembly comes into existence. 

Chapter II 

THE FARM SYSTEMS DEVELOPMENT 
CORPORATION 

Sec. 4. FSDC Authorities, Powers and Directives. — 
The FSDC is hereby authorized, empowered and directed 
to promote the organization of, and assist farmer-associa- 
tions particularly irrigation associations to the end of 
achieving the objectives of hastening rural development, 
and for such purpose it is hereby, without limiting the 
generality of the foregoing and in addition to their author- 
ization, powers and directives established by this Decree, 
specifically authorized, empowered and directed: 

a) to have a continuous succession under its corporate name other- 
wise provided by law; 

b) to prescribe and thereafter to amend and repeal its By-Laws 
not inconsistent with this Decree; 

c) to adopt and use a seal and alter it at its pleasure; 

d) to sue and be sued; 

e) to make contract of every name and nature and to execute all 
instruments necessary or convenient for the carrying- on of its 
business ; 

f) to make loans to irrigation or related associations for the con- 
struction or acquisition, operation and maintenance of irrigation 
systems and all related farm properties such as equipment, 
machinery, fixtures and materials. And thereafter, to make 
loans for the restoration, improvement or enlargement of such 
facilities ; 

g) to assist irrigation-based associations and coordinate with gov- 
ernment agencies and corporations having related functions 
and purposes in planning, developing, establishing, operating, 
maintaining, repairing and renovating association’s facilities and 
systems ; 

h) to prepare feasibility studies, engineering plans for integrating 
farm-based systems development including the procurement of 
modern and improved facilities, devices and accessory equip- 
ment; 

i) to provide managerial or administrative expertise including the 

rendering of professional training services for association’s staff 
and employee development; 

j) to cooperate, coordinate and exchange such information, studies 

and reports with and to seek such cooperation and coordination 
from other departments, agencies and instrumentalities of the 
National Government including the National Irrigation Adminis- 
tration (NIA), the National Grains Authority (NGA), the 
National Electrification Administration (NEA), the Development 
Academy of the Philippines (DAP), and the National Power 
Corporation (NPC), as well most effectively conduce to the 
achievement of the purposes of this Decree; 

k) to borrow funds from any source, private or government, foreign 
or domestic, and to issue bonds or other evidence of indebtedness; 




2718 



OFFICIAL GAZETTE 



Vol. 71, No. 19 



l) to appoint, through its Board of Administrators, such officers 

and employees as are not otherwise provided in this Decree, to 
define their duties, fix their compensation, and require bonds of 
them ; 

m) to acquire, by purchase or otherwise, real and personal prop- 
erties as may be required, advisable or desirable for the proper 
conduct of its business; 

n) to prescribe rules and regulations in which its general business 
may be conducted as well as to fix and implement terms and 
conditions of loans for irrigation and related activities ; 

o) to establish branch offices; 

p) to invest its funds or other assets in such undertaking as it 
may deem wise or necessary to carry out its purposes and ob- 
jectives; 

q) to report to the President at least annually, not later than June 
30, and when the same comes into existence, the Prime Minister 
and the National Assembly on the status of its operation in the 
Philippines including a comprehensive reporting of loans made 
advanced, leans secured from other sources and the advance 
thereof, the names and locations of the borrowers, the number 
of farmers receiving service as a result of such loans; 

r) to do and perform any other acts and things, and to have and 
exercise any other powers which may be necessary, incidental 
or appropriate to accomplish the purpose for which the FSDC 
is organized. 

Sec. 5. FSDC Board of Administrators, Adminis- 
trator. — 

a) For the purpose of administering the provisions of this Decree, 

there is hereby established a publish corporation, to be known 
as the FARM SYSTEMS DEVELOPMENT CORPORATION. 
All the powers of the corporation shall be vested in and exer- 
cised by a Board of Administrators, which shall be composed 
of: the Executive Secretary, the NIA Administrator, the NEA 
Administrator, the NGA Administrator, the DAP President, the 
NPC General Manager as regular members and the Adminis- 
trator as ex-officio member, and that the term of the ex-officio 
member shall be co-terminous with his term as the Administra- 
tor. The Chairman shall be appointed by the President from 
among the regular members. The Chairman and every member 
of the Board of Administrators shall be entitled to a per diem 
of not more than P300.00 for such meeting actually attended by 
them. Provided that the total of such per diems shall not ex- 
ceed one thousand five hundred pesos (PI, 500.00) per month per 
member. 

b) The Board of Administrators shall meet regularly at least twice 
a month and as often as the exigencies of Corporation’s affairs 
demand. The presence of at least four members shall con- 
stitute a quorum which shall be necessary for the transaction of 
any business. The affirmative votes of a majority of the mem- 
bers present shall be necessary for the approval of any resolu- 
tion, decision or order, except when a greater number of votes 
is required as sometimes hereinafter provided. When the Chair- 
man is absent at a meeting duly called, the Administrator as 
ex-officio member shall preside. 

c) The Board shall, without limiting the generality of the foregoing, 
have the following specific powers and functions : 
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1) to implement the provisions and purposes of this Decree; 

2) to formulate and adopt policies and plan, and to promulgate 
rules and regulations for the management, operation and 
conduct of the affairs and business of the FSDC; 

3) to raise and/or borrow the necessary funds from local and 
international financing sources or institutions and to secure 
the same by any guarantee, pledge, mortgage, deed or trust, 
or assignment of the property cf the Corporation for the 
purpose of financing the programs and projects deemed vital 
for the attainment of its goals and objectives; 

4) to enter into, make and execute contracts of any kind or 
nature as may be necessary or incidental to the accomplish- 
ment of its purposes and, generally, to exercise all the powers 
necessary to achieve the corporation’s purposes and objec- 
tives ; 



5) to prescribe terms and conditions in the loan agreement 
and other related contracts that the borrower’s rates, charges, 
rules and regulations, policies, and all other terms and con- 
dition affecting its extension and furnishing of service shall 
be such as to assure achievement of the loan purposes, and 
that the same shall be filed with and for such purpose ap- 
proved by the Board of Administrators before being put 
into effect or changed by the borrower; 

6) to approve the budget of the corporation and to appoint and 
fix the salaries of such executive officers and other officials 
of the corporation as may be necessary for the accomplish- 
ment of its corporate purposes; 



7) to establish policies and guidelines for employment on the 
basis of merit, technical competence, and moral character, 
and upon the recommendation of the Administrator to or- 
ganize or re-organize FSDC’s staffing pattern and personnel 
and to define their powers and duties. 

8) to establish and maintain such reasonable employee and 
executive benefit plans (including life, accident, or special 
individual insurance policies) as the exigencies or resources 
of the Corporation shall permit and its Board of Adminis- 
trators shall authorize. 



d) 



The management of the FSDC shall be vested in the Adminis- 
trator who shall be a person of known integrity, competence in 
technical and executive fields related to the purposes of this 
Decree. He shall be appointed by the President of the Philippines 
and shall not be removed except for cause. 

The Administrator shall have the following powers and duties . 

1) to execute and administer the policies, plans and programs 
and the rules and regulations, approved or promulgated by 
the Board of Administrators; 

2) to submit for the consideration of the Board of Adminis- 
trators such policies, plans and programs as he deems nec- 
essary to carry out the provisions and purposes of this 
Decree ; 

3) to direct and supervise the operations and internal admin- 
istration of the FSDC and, for this purpose, to delegate 
some or any of his powers and duties to subordinate officials 
of the Corporation; 



4 ) 



to appoint and fix the number and compensation of subor- 
dinate officials and employees of the FSDC, including 
appointments on a part-time basis notwithstanding Section 
259 of the Revised Administrative Code. 
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Provided, however, the provisions of the Civil Service Law and 
the Wage and Position Classification Laws shall not apply to the 
appointment and compensation of any such subordinate officials 
and employees ; 

5) for cause, to remove, suspend, or otherwise, discipline any 
subordinate official or employee; 

6) to prepare an annual report on the activities of the FSDC 
at the close of each fiscal year and to submit a copy 
thereof to the President of the Philippines and when it 
comes into existence, the Prime Minister and the appropriate 
committee of, and as determined by the National Assembly; 
and 

7) to exercise such other powers and duties as may be vested 
in him by the Board of Administrators. 

In case of absence or disability of the Administrator, 
he shall designate any of the Directors who shall act in 
his place. 

Sec. 6. Power to Issue Bonds. — Whenever the Board 
of Administrators may deem it necessary for the corp- 
oration incur any indebtedness or to issue bonds to carry 
out the provisions of this Decree, it shall, by resolution, 
so declare and state the purpose for which the proposed 
debt is to be incurred. The resolution shall be confirmed 
by the affirmative vote of at least four (4) members of 
the Board and approved by the President of the Philippines. 

Sec. 7. Sinking Fund. — A sinking fund shall be estab- 
lished in such manner that the total annual contribution 
thereto accrued at such rate of interest as may be deter- 
mined by the Board of Administrators, shall be sufficient 
to redeem at maturity the bonds issued under this Decree. 

Such fund shall be under the custody of the Treasury 
of the FSDC which shall invest the same in such manner 
as the Board of Administrators may direct; charge all 
expenses of investment to said sinking fund, and credit 
the same with the interest on investment and other income 
belonging to it. 

Sec. 8. Guarantee by the Government. — The Repub- 
lic of the Philippines hereby guarantees the payment by 
the FSDC of both principal and the interest of the bonds, 
debentmes, collaterals, notes or such other obligations 
issued by the FSDC by virtue of this Decree, and shall 
pay such principal and interest in the event that the 
Corporation fails to do so. In case the Corporation shall 
be unable to pay the said principal and interest, the 
Secretary of Finance shall pay the amount thereof which 
is hereby appropriated cut of any funds in the National 
Treasury not otherwise appropriated and thereupon, to 
the extent of the amounts so paid, the Government of 
the , , Republlc of the Philippines shall succeed to all the 
rights of the holders of such bonds, debentures, collaterals 
note or other obligations, unless the sum so paid by the 
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Republic of the Philippines shall be refunded by the 
Corporation within a reasonable time. 

Sec. 9. Commissioner on Audit. — The Commissioner 
on Audit shall be the ex-office auditor of the FSDC, and 
to give autonomy to the governing board of the FSDC 
in the management and operation of the corporation, the 
provisions of Section 584 of the Revised Administrative 
Code, as amended by Republic Act Nos. 2266 and 2716 
as further amended by Presidential Decree No. 61, shall 
apply to the Office of the Representative of the Com- 
missioner on Audit. 

Sec. 10. Capital Stock. — The authorized Capital Stock 
of the FARM SYSTEMS DEVELOPMENT CORPORA- 
TION is eight hundred million pesos divided into eight 
million shares of no par value, which shares are not to 
be transferred, negotiated, pledged, mortgaged or other- 
wise given as security for the payment of any obligation. 
The sum of fifty million pesos (P50 M) of the capital 
•stock shall be subscribed and paid wholly by the Govern- 
ment of the Philippines which amount is hereby appro- 
priated and programmed immediately for FY 1976. 

The remaining seven hundred fifty million pesos shall 
be wholly subscribed by the Government of the Philippines 
and shall be appropriated, programmed, and paid as 
follows : 

a) the sum of fifty-five million pesos (P55 M) for the FY 1976-1977. 

b) the sum of seventy-two million pesos (P72 M) for the FY 
1977-1978 and FY 1978-1979. 

c) the sum of sixty-seven million pesos (P67 M) for each succeeding 
fiscal year until fiscal year 1985-1986. 

d) and such sums as may be appropriated, programmed, and/or 
allocated by the President or the National Assembly when it 
comes to existence from time to time as the financial needs of 
the FSDC so requires and until the authorized capital is fully 
paid up. 

Sec. 11. Foreign Loans. — The Corporation is hereby 
authorized to contract loans, credits, any convertible 
foreign currency of capital goods, and indebtedness from 
time to time from foreign governments, or any inter- 
national financial institutions or fund sources or to issue 
bonds, the total outstanding amount of which exclusive 
of interests, shall not exceed TWO HUNDRED FIFTY 
MILLION UNITED STATES DOLLARS or the equi- 
valent thereof in other currencies, on such terms and 
conditions as it shall deem appropriate for the accomplish- 
ment of its purposes and to enter into and execute agree- 
ments and other documents specifying such terms and 
conditions. 

The President of the Philippines, by himself, or through 
his duly authorized representative, is hereby authorized 
to negotiate and contract with foreign governments or 
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any international financial institutions or fund sources, 
in the name and in behalf of the Corporation, one of 
several loans, for the accomplishment of its purposes. 

The President of the Philippines, by himself, or through 
his duly authorized representative, is hereby further 
authorized to guarantee, absolutely and unconditionally, 
as primary obligor and not as surety merely in the name 
and in behalf of the Republic of the Philippines, the pay- 
ment of the loans, credits, indebtedness and bonds issued 
over and above the amount of which the President of the 
Philippines is authorized to guarantee under Republic Act 
numbered sixty one hundred forty two, as amended, as 
well as the performance of all or any of the obligations 
undertaken by the corporation in the territory of the 
Republic of the Philippines pursuant to loan agreements 
entered into with foreign governments or any interna- 
tional financial institutions or fund sources. 

The loans, credits and indebtedness contracted under 
this subsection and the payment of the principal, interest 
and other charge thereon, as well as the importation of 
machinery, equipment, materials, supplies and services, 
by the Corporation. Paid from the proceeds of any loans, 
credit or indebtedness incurred under this Act, shall also 
be exempt from all direct and indirect taxes, fees, imports, 
other charges and restrictions, including import restrict- 
ions previously and presently imposed, and to be imposed 
by the Republic of the Philippines, or any of its agencies 
and political subdivisions. 

Sec. 12. Enforcement Powers. — If any association 
which has borrowed funds from FSDC, or from any other 
lender with FSDC’s lawfully required prior approval, shall 
default in its principal or interest payment, or shall fail, 
after notice form the FSDC to comply with any other 
term or condition of loan agreement or of any rule or 
regulation promulgated by the FSDC in administering 
the provision of this Decree, the Board of Administrators 
is hereby authorized and empowered in its direction to 
do any or any combination of the following: 

a) Refuse to make or give any lawfully required approval to any 
new loan to the borrower; 

b) Withhold without limitations the FSDC advancement, or withhold 
its approval for any other lender with recpect to which the 
FSDC has such approving power to make advancement of 
funds pursuant to any loan already made to the borrower; 

c) Withhold any technical or professional assistance otherwise 
being furnished or that might be furnished to the borrower; 

d) Foreclose any mortgage or deed or trust or other security 
held by the FSDC on the properties of such borrower, in 
connection with which the FSDC may subject to any superior 
or co-equal rights in such lien held by any other lender, (1) 
bid for and purchase or otherwise acquire such properties, 
(2) pay the purchase price thereof and any cost and expenses 
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incurred in connection therewith out of the revolving- fund, 
(3) accept title to such properties in the name of the Re- 
public of Philippines, and (4) even prior to the institution of 
foreclosure proceedings, operate or lease such properties for 
such period, and in such manner as may be deemed necessary 
or advisable to protect the investment therein, including the 
improvement, maintenance and rehabilitation of facilities and 
systems to be foreclosed, but the FSDC shall, within five years 
after acquiring such properties in foreclosure proceeding's sell 
the same for such consideration as it determines most conducive 
to the purposes of this Decree ; or 
e) Take any other remedial measure for which the loan agreement 
may provide. 

In addition to the foregoing, the Board of Administrators, 
may at its own instance and in the name of the FSDC, 
petition any court having jurisdiction for such purpose 
or any administrative agency possessing regulatory powers 
for such purpose (including the Board of Power and 
Waterworks and Securities and Exchange Commission) to 
issue such order and afford such lawful relief as may be 
necessary. 

No borrower shall, without the approval of the Board 
of Administrators, and of any other lender holding or 
sharing a lien on such borrower’s properties, sell or dis- 
pose of the property, rights, franchises, permits or any 
other assets acquired and/or mortgaged pursuant to the 
provisions of this Decree until all outstanding indebtedness 
to the FSDC and any other such lender, including all 
interest owing thereon, shall have been repaid; Provided, 
that the FSDC may by appropriate rule or regulation 
grant general permission to borrowers, to dispose of in- 
cidental properties (excluding real property), rights, 
franchises, permits or other assets no longer deemed ne- 
cessary or useful in conducting the borrower’s operations. 

No association with outstanding loan with FSDC shall 
borrow money from any source without the Board of Ad- 
ministrators’ prior approval ; Provided, that the Board of 
Administrators may, by appropriate rule or regulation, 
grant general permission to such associations to secure 
short term loans not requiring the encumbering of their 
real properties or a substantial portion of other properties 
or assets. 

Sec. 13. Exemption From All Taxes, Duties, Fees, 
Imposts and Other Charges By Government and Gov- 
ernment Instrumentalities. — The FSDC shall devote 
all its returns from its capital investments as well as ex- 
cess revenues from its operation to attain its objectives. 
To enable the FSDC to pay its indebtedness and obligations 
and in furtherance and effective implementation of the 
policy enunciated in this Decree, the FSDC is hereby 
declared exempt for a period of ten years from the effect- 
ivity of this Decree. 
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a) From the payment of ali taxes, duties, fees, imposts, charges, 
costs and restrictions to the Republic of the Philippines, its prov- 
inces, cities, municipalities, and other government agencies and 
instrumentalities, including taxes, duties, fees, imposts and 
other charges provided for under the Tariff and Customs Code 
of the Philippines, R. A. 1937 as amended by Presidential 
Decree No. 34 dated October 27, 1972 and Presidential Decree 
No. 69 dated November 24, 1972, and filing and service fee 
and other charges or costs in any court of administrative 
proceedings in which it may be a party; 

b) From all income taxes, franchise taxes and realty taxes to 
be paid to the National Government, its provinces, cities, 
municipalities, and other government agencies and instrument- 
alities; 

c) From all import duties, compensating taxes and advance sales 
tax, wharfage fees on import of foreign goods required for its 
operations and projects; and 

d) From all taxes, duties, fees, imposts and all other charges 
imposed directly or indirectly by the Republic of the Philippines, 
its provinces, cities, municipalities on all petroleum and re- 
lated products used by the FSDC. 

Any provision of existing laws to the contrary notwith- 
standing, any donation, contribution, bequest, subsidy or 
financial aid which may be made to the Corporation shall 
be exempt from taxes of any kind, and shall constitute 
allowable deductions in full from the income of the donors 
or givers for income tax purposes. 

Sec. 14. Expenditures and Disbursements. — The ex- 
penditures and disbursements made by the Corporation in 
the conduct of its affairs shall not be subject to the pro- 
curement requirements and restrictions imposed by existing 
laws upon government agencies, instrumentalities and 
government-owned or controlled corporations. 

Sec. 15. Supervision. — The FSDC shall be under the 
direct supervision of the Office of the President for pur- 
poses of policy direction and coordination. 

Chapter III 

TRANSITORY PROVISIONS 

Sec. 16. Transitory Provision. — The properties, rights, 
assets, choses inaction, obligation, liabilities, records and 
contracts of the Barrio Irrigators’ Service Association 
(BISA) Program, now under the joint sponsorship of 
NEA, NIA, PDAP, and DAP, shall be transferred to the 
Corporation. 

Sec. 17. Repealing Clause. — All laws, executive orders, 
administrative rules and regulations inconsistent with the 
foregoing provisions are hereby repealed or accordingly 
modified. 

Sec. 18. Separability Clause.— The provisions of this 
Decree are hereby declared separable, and if any provi- 
sion of the Decree is held invalid or unconstitutional the 
remainder thereof shall not be affected. 
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Sec. 19. Effectivity. — This Decree shall take effect im- 
mediately. 

Done in the City of Manila, this 4th day of April, in the 
year of Our Lord, nineteen hundred and seventy-five. 

(Sgd.,) Ferdinand E. Marcos 
P resident 

Republic of the Philippines 

By the President: 

(Sgd.) Alejandro R. Melchor 
Executive Secretary 
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MGA KASULATAN AT BOKUMENTONG PANGKASAYSAYAN 

(HISTORICAL PAPERS AND DOCUMENTS) 



A NEW MISSION FOR THE ASIAN DEVELOPMENT BANK 



By FERDINAND E. MARCOS 
President of the Philippines 

(SPEECH AT THE OPENING CEREMONIES OF THE EIGHTH ANNUAL 

MEETING OF THE BOARD OF GOVERNORS, ASIAN DEVELOPMENT 

BANK, CULTURAL CENTER OF THE PHILIPPINES, 24 APRIL 1875.) 

On several occasions in the past, I had the privilege of 
welcoming you to the Philippines. Now, once again, on 
behalf of the Filipino people and the Republic of the Phil- 
ippines I wholeheartedly welcome you to our country. 
Brief though your visit may be, I wish you success in the 
task for which you are now gathered here. I wish too 
that you will have occasion to visit our countryside and 
be witness to the peace, the development and the fulfilment 
that our people now are beginning to enjoy partly through 
the help of the Asian Development Bank for, to an appre- 
ciable extent, we can attribute this progress in our country 
to this bank and I am sure that I speak not only for our 
people but for the people of other countries when I express 
this appreciation. 

The ADB: Partner in Progress 

To some extent, to an appreciable extent, we can at- 
tribute this progress to the Asian Development Bank. I 
am sure that I speak for my people and our neighbors in 
the Asian region when I express appreciation of what the 
Asian Development Bank has done to assist all of us in 
our efforts to develop. This our appreciation shall con- 
tinue to grow and flourish in the same token and measure 
as the quick and responsive assistance of the bank shall 
grow and flourish. 

For in the relatively short span of time that the ADB 
has been in operation in the region, it has succeeded in 
making substantial contributions to the efforts of member 
countries to lay a stronger foundation for the attainment 
of their long-term growth objectives. 

In some measure, this is clearly reflected in the fairly 
rapid expansion of the bank’s financial assistance to its 
developing member countries. From a total loan extension 
of $41.6 million in its first year of operation, the bank 
in the past year granted loans that ran up to a total of 
$548.0 million, or an increase of 1217 percent in seven 
years. 
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I wrote sometime ago: 

“The poignant wish for a tranquil life will find no 
sanctuary in today’s world. We live in a revolutionary 
era. It is an era of swift, violent often disruptive change, 
and rather than lament this vainly, we have to decide 
whether we should be the masters or the victims of change.” 

For we live in a world where change is no longer im- 
minent but one where change is already a fact. In Asia, 
the area of greatest concern for us, events are overtaking 
us, and unless we move with determination and dispatch, 
they will pass us by. 

Portents of Change 

Over the past few years, we saw these portents of 
change, in our midst in Asia, looming over near and dis- 
tant horizons. We could not mistake them. The only 
problem was, how far and how fast we could prepare for 
them. For those and for many others like them, who 
caught the signals early, they were able to take stock 
of their situation, and take the measures needed for their 
survival, as well as for their future prospects for growth 
and development as well. 

Today, however, it is no longer just a question of each 
country rising to the challenge of survival early enough — 
and let the devil take the hindmost — it is much more 
than that. It is because we now realize that we are all 
in this game together, strong or weak, large or small, 
richly endowed or bereft of the bounties of human or 
natural resources, that we must address ourselves not 
only to our problems alone, but also to the problems that 
bedevil others as well. 

It is in this spirit that I address this meeting of the 
governors of the Asian Development Bank. For by neces- 
sity we must now look at these problems as forming an 
interlocking whole. The events that took place elsewhere 
in the world sooner or later lap at our shores; human af- 
fairs today are like ripples in a pond — they reach out, 
wave upon wave, eventually to every nook and corner 
of that pond; like leaves on that water every wave dis- 
turbs our equanimity. 

In this same spirit I wish to call upon you, the over- 
seers of this worthy institution, to undertake a serious 
review of the changes over the past two or three years, 
and in the light of these changes to see if the institution 
is keeping in step, but more than that, whether or not 
the Bank is ready to take up the challenge that is being 
thrown at it to become the potent factor that it can be 
in the further development of our region. 
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The ADB: A Symbol with Many Meanings 

I do not doubt that there is much for which you, for 
which the Bank, must be congratulated. The record of 
the Bank’s accomplishments is clear; the figures are there 
for all to see. If the Bank was established primarily for 
the purpose of “lending funds, promoting investments, and 
providing technical assistance to developing member coun- 
tries,” so that it can foster economic growth and economic 
cooperation in Asia, then, within its limited resources, the 
Bank can be considered to have done its job. But let 
us not forget that, in the circumstances of the contem- 
porary world, the bank is much more than merely an 
economic institution; it is much more than a device for 
channeling much-needed funds to countries that require 
them; it is more than a multi-lateral conduit for financial 
and technical assistance from developed to developing 
countries — the Bank is much more than all these ordinary 
things; it is a symbol with many meanings. 

It is a symbol whose various meanings we have to sift 
and winnow, because some are favorable, and others are 
not. We must applaud the bank’s symbolizing, over these 
years, the international cooperation which has rapidly be- 
come the hallmark of many regional efforts such as are 
found in Africa and Latin America. We must applaud, 
in this connection, the parallel implication that the more 
fortunate countries of the world can band together in 
order to help out the less fortunate, the less endowed. We 
must also applaud the fundamental concept of self-help 
on which the Bank is founded, that doing business with 
an institution such as a bank, with its premise of neutral- 
ity of affording financial assistance through loans, — not 
doleouts — can be done between the poorest nations and 
the richest nations on this planet, thus preserving the 
dignity and the integrity of clients. We must also applaud 
the implied role that the Bank will play in the develop- 
ment of the region as a whole, and, more importantly, in 
the nation-building efforts of each nation that become a 
member-beneficiary of the Bank’s operations. We can only 
extend the hand of congratulations to the Bank for its 
efforts in bringing countries together for regional economic 
cooperation. 

But we must also take note of less favorable aspects — 
some undoubtedly merely imputed — that such an institu- 
tion as this is inevitably bound to suffer from. For it is 
bound to be regarded almost immediately with the sus- 
picion that it is merely a device — in a somewhat novel 
form — to perpetuate the economic ascendancy or dominance 
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of the powerful and rich countries of the world; as an 
instrument of these countries, the same economic struc- 
ture and hierarchy will be maintained, such that the sup- 
pliers of raw materials to the industries of the developed 
areas, will continue as suppliers, and the consumers of the 
products of the developed economies will continue in their 
role as consumers. By the nature of its lending operations 
the Bank is liable to be regarded as in a position to 
enlarge the gap between the richer and the poorer coun- 
tries, in fact, wittingly or unwittingly, following the prin- 
ciple that, “to those that have, more will be given,” and 
its obverse, “to those that have little, less will be given.” 

It is precisely to guard against these imputations that 
I now wish to lay this challenge to the Asian Development 
Bank: to assess the massive changes that are now taking 
place in our midst, and throughout the world, and to come 
forth with a fresh and bright new vision of its place in 
the scheme of things to come. You are being asked by 
the logic of these changes to become an instrument for 
the reconstruction of all nations, of rebuilding a region 
and — alongside similar institutions — of constructing a new, 
unified world economy. You are asked to take a more 
decisive role in the reshaping of the world to come, by 
a response that takes into consideration the changed 
realities within and between nations by an unmistakeable 
demonstration of sincere intentions on the part of the 
contributor-nations in this multilateral undertaking. 

For along with us the Asian Development Bank will 
from now on face many crises and correspondingly many 
opportunities. There is the economic crisis that at this 
moment grips the wealthy, developed parts of the world; 
such an economic downturn has affected the rest of us, 
particularly those of us who are poor except perhaps in 
human spirit. Closer to home, there is currently under- 
way in Asia the later stages of political, social, and probab- 
ly economic re-ordering which started with the dismantling 
of empires, but were postponed for one reason or another 
in some parts of the region. They can no longer be denied, 
nor was it wise to do so at any time at all. But they will 
have the effect of confronting this institution with a 
crisis — of identity and purpose, of policy and practice — 
which again can be transformed into opportunity for all 
concerned, if we but profit and learn from the lessons 
of our past. 

An Interdependent World 

There is no doubt that the problems facing our region, 
the problems facing all of mankind, are truly staggering. 
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The facts are clear. With a few notable exceptions, such 
as the self-contained economic and social system of the 
People’s Republic of China, the world’s economy is built out 
of units or modules that are at some point or another, de- 
pendent or linked with others. But in the larger configu- 
ration, some units have traditionally played subsidiary roles 
to others, some have been almost wholly subordinate to 
others, and consequently at a complete disadvantage. But 
you all know that if there is any universality in human 
aspirations it is that which pertain to the desire to be 
emancipated and to be treated with the dignity, respect and 
consideration that is every person’s or community’s due. 

This has not been true in the doleful, but edifying, history 
of the human race. There is still too much inequality 
and too much exploitation, but we are all — and I em- 
phasize all — moving forward toward a brighter future as 
we learn from the past. I must say all because I cannot 
believe that it is only the exploited who are capable of 
emancipating themselves. I must include the more priv- 
ileged. Every people has their moments of nobility and 
greatness. But it is the more privileged who — because 
they have gained so much experience and wealth in the 
process — are now in the excellent position to be able to 
regenerate their culture, their noble ideas, by extending 
the hand of assistance and comradeship to others. 

I feel that the world is moving toward a condition when 
it will be increasingly difficult for the old relations to con- 
tinue as they are; at any rate they will be morally untenable 
even if still economically feasible, but even this may change 
for the signs are there. 

The signs include the possibility for the wealthier, aid- 
giving countries, which formerly used to regard aid as a 
bilateral mission on each country’s part to pursue its poli- 
tical, ideological or economic crusade, to consider aid as 
a collective responsibility of the advantaged toward the 
disadvantaged. I read the sign this way because it seems 
to be clear that on an individual basis the wealthier na- 
tions have become disillusioned with the tendering of as- 
sistance, in whatever form, on a bilateral basis to individual 
recipient nations. The accepted target of one percent of 
GNP is receding even farther into the distance. In 1973 
on an overall basis, only seventy-three percent of the 
target for development assistance was met, a decline of 
about 30 percent in real terms from 10 years ago. The 
share of the U.S. capital outflows, while overshadowing 
those of others, declined as a proportion of GNP from .66 
percent to .58 percent of GNP in 1973. Countries that 
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exceeded the one percent mark, such as Japan, were able 
to do so because of their huge balance-of-payments sur- 
pluses before the energy crisis. Their performance is not 
likely to improve, or even to be maintained, as a result 
of the crises since 1973, when the impact of rising oil 
prices and worldwide inflation began to make themselves 
felt. 

The Aspirations of the Third World 

Many of the developing countries in Asia may not even 
be said to be developing, for they are in dire straits, and 
this is true of pockets of poverty or of disaster, where 
development is not a relevant concept — survival is the more 
appropriate word. In these places development may be 
retarded, or postponed, for a long time to come, at great 
price of misery, hopelessness, and ruined lives. Some of 
them are entire countries laid to waste by years of un- 
remitting warfare and destruction; others are portions of 
the population which have been left behind by externally 
fomented unrest and dissident uprisings. 

If we are to pursue with a single mind the rising as- 
pirations of this Third World of which I spoke, toward a 
world community where human beings can relate to human 
beings in dignity and equality, we must — all of us — re- 
solutely seek out all paths that may lead to that goal. It 
is a goal that may cut short the fatal oscillations of the 
pendulum, where those who may have the advantages may 
find themselves, at another moment, without these ad- 
vantages. Surely no one desires this endless cycle to go 
on forever. 

A Unity of Purpose 

It is for this reason that it is time to discover a mode, 
a common ground, on which disparate systems may dis- 
cover a cooperable enterprise. In Asia what is more 
worthy than the uplift of societies that are left in partial 
or total disarray by centuries of either colonial domination 
or by their own divisive conflict? Will it be difficult for 
all of us to unite toward this one humanitarian goal? 

There are at least two objections that may be raised 
against it, none of which is unanswerable. One is what 
one might call, ad hominem argument; the other is perhaps 
a political one. It may be argued that, since these countries 
have embarked on nationalistic courses on their own, why 
bother? This is a so-be-it attitude; it says that nations 
that have rejected the guiding hand, the assistance, that 
could have been theirs, should be left alone, to their own 
084705 2 
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devices. I would consider this view, I believe many of 
you should agree with me, as a short-sighted, even inhuman, 
one. Nothing is to be gained by it; it perpetuates a Cold 
War view that I trust has been consigned to the same 
dustbin of history; it is an offense to human sensibility. 

The political argument, however, is a more difficult, and 
challenging, idea to contend with. I premise it with the 
view that within the collective responsibility of man for 
fellow-man, everyone must share that responsibility. 
Hence, any regional institutions such as the ADB, in order 
to be true to its publicly proclaimed mission, must wel- 
come the participation of all, regardless of social, political, 
or economic considerations. Of course, the question can 
immediately be raised: how can this be, — since the bank 
is regarded as a capitalistic institution, how can socialist 
states join in its endeavour? The answer is to try to 
transcend the name-calling and to bring to the fore the 
only purpose for which the institution can be acceptable 
to the peoples of Asia: its dedication to their develop- 
ment and to their emancipation from whatever bondage 
still prevents their attaining to their aspirations. To this, 
the institutions must commit itself, wholeheartedly, for 
only with it can it be rid of all nagging suspicions as to 
its purposes in the region. But with it the differences 
among social and political systems can converge, can be 
reconciled, to one common, universal purpose. 

There is a longer-range purpose which the goal of re- 
habilitation of war-ravaged economies can serve: that of 
rendering the developing, dependent economies more self- 
reliant, less dependent, and better economic as well as 
political friends, if not perhaps partners. The worldwide 
surge of the developing world towards a status of parity 
with the rest of the world has reached our region, and 
it cannot be denied. Surely it is one aspiration that 
deserves the full support of all mankind. If the ultimate 
promise is fulfilled, to make peoples less abjectly depen- 
dent on others, this is an outcome that should be welcome 
on all sides, for it cuts several ways. Greater indepen- 
dence of all nations is the most practical method of stopping 
the fatal swing of the pendulum of power and of advantage. 
It will serve the interests of all parties. In this way, the 
bank will rid itself of the stigma that may be attached 
to it, at times, giving it an aspect of a bygone era in 
which the interests only of the powerful and the wealthy 
were served by it. 

Those who, like us, believe in its purposes, and who are 
willing to give it the benefit of one’s doubt, would be the 
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first to invite others and to assuage their fears as to the 
noble intentions of this institution. We can tell them 
that with our collective strength and influence acting on 
all, the bank officials can be turned to our purpose, to 
the benefit of our peoples, regardless of any selfish motives 
any individual member may have. We can tell them that 
in the merging era it will no longer be possible for these 
motives to be given free play; instead, the developing 
countries of the region can take matters into their hands, 
to see to it that no one can evejr subvert their integrity. 

Our Vision of the ADB 

This is why we would like to see more evidence as 
to the proper reading of the signs by the leaders of this 
institution, and the governments that back it with their 
constributions. We would like to see these evidences in 
the staffing patterns in the bank, in the administering of 
loans, in the criteria pursued in the making of decisions. 
We would like to see less stress on purely agricultural 
projects, and more on projects with backward and forward 
linkages involving industrial development; we would like 
to see emerge a proclaimed policy to guide the operations 
of the bank by the requirements of each country’s master- 
plan for development — not in perpetuation of old struc- 
tures and relationships of dependency with the developed 
areas, but toward greater economic, social and political 
autonomy. Indeed, we would like most to witness the 
bank collaborate in an integrated, regional plan of develop- 
ment for the piecemeal approach serves no purpose but 
the fragmentation of efforts. But to be really regional 
and integrated, no country in Asia, no economic system 
can be excluded. For if the purposes are just and noble, 
how can anyone be excluded, how can anyone, purporting 
to serve the ends of justice and peace and collective dedi- 
cation to the welfare of mankind, exclude itself? 

We have noted with satisfaction the tendency of the 
Bank’s directors and governors to respond to the critics 
of the Bank’s policies and operations. Thus it is gratify- 
ing that more stress is now being given to concessional 
loans and technical assistance to the less developed areas 
of Asia and the Pacific, as well as efforts at making the 
terms of Special Funds loans more favorable. We applaud 
the concern with the difficult procedures and the down- 
time it takes for the bank processes to take place, making 
the Bank less capable of responding to exigencies. 

These shifts are extremely important and we trust that 
the Bank will continue to re-examine itself in order to 
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keep in step with the burgeoning developments in our 
region, and to cope with the crisis from abroad. On our 
part we are concerned with the Bank’s viability, with its 
ability to serve our needs in the future. It is for this 
reason that we have suggested a new image, a new mission, 
for this worthy approbation, of the new and rising economic 
powers of the world, it will be necessary for the Bank 
to express its intention by subsuming its policies to na- 
tional goals of self-reliance and development, and to ac- 
cept the goal of ultimate restructuring of world economic 
relationships. Unless the bank can do these, the world may 
have to force it to do so, or force it out. On the other 
hand, substantial resources will become available, new 
capital inflows from the developing countries themselves, 
particularly the oil exporting countries, and perhaps even 
the socialist countries, who may wish to associate them- 
selves some day with a successful development enterprise, 
free from the taint of political or ideological aggrandize- 
ment. But for this, the Bank will have to eschew imputa- 
tions of aggrandizement. It will have to undergo a reform 
in its own ranks, and purify its avowed motives. I invite 
all of you to begin this process. 

A New Basis for Asian Unity 

But let this institution fail to be flexible and to be 
wise, and it reduces itself to a role of waning importance 
in Asia. For Asia is on the verge of maturity, where in- 
nocence and naivete will surely give way to calculations 
of broader significance. In the process, many institutions 
and arrangements may have to go over board; we may 
witness, indeed, new regional structures rising in place of 
the old. 

I for one am sanguine enough to affirm my belief in 
the capability of the Asian peoples to come together to 
plot their new course ahead in the gale winds of dangerous 
events in their midst and elsewhere. For this purpose, 
some time ago I proposed what I called an Asian Forum’ 
which I envisioned to be a loose and ad hoc organization 
of Asian leaders who could occasionally meet to consult 
one another on matters of common interest. But it may 
be necessary now to think of a mechanism that is of 
greater operational relevance to the needs of Asia; namely, 
a continuing organization such as is found in many com- 
parable regions of the world. I would suppose that it 
could possibly be called the Organization for Asian Unity, 
or perhaps the Organization of Asian States. Such a con- 
tinuing, regional device may operate on a broad scope so 
as to cover what I earlier proposed as an integrated re- 
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gional plan for development. It can act as a guarantee 
that no one shall develop at the expense of another, that 
the endowments of some shall benefit not just a few, but 
all. It shall provide that measure of security, not only 
in political but in economic terms as well, for which all 
of Asia has yearned for so long. It will include all states 
of the region, excluding no one but no one and giving 
each equal importance with the rest. 

The changing configuration of realities in Asia today 
seem to be speaking in these terms, and the bank may 
wish to consider them in their meeting. 
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MGA HATOL NG KATAAS-TAASANG HUKUMAN 

(DECISIONS OF THE SUPREME COURT) 



[No. L— 28745. October 23, 1974] 

SECOND DIVISION 

Elisa Samson and Angel Gavilan, plaintiff s-appellees, vs. 
the Honorable City Mayor of Bacolod City and 
the Honorable City Council of Bacolod City, de- 
fendants-appellants. 

Martial Pe Benito for the petitioner. 

City Fiscal P. Cortez, Assistant City Fiscal Arsenio T. 
Santos and Assistant City Fiscal Carlos C. Ofilada, for the 
respondent People of the Philippines. 

Acting Solicitor General T. Limcaoco, Assistant Solicitor 
General Eulogio R a q u el-S an t o s and Solicitor Francisco A. 
de la Torre for the respondent Judge Jose C. Campos, Jr. 

APPEAL from the Court of First Instance of Negros 
Occidental, Bacolod City. Fernandez, J. 

SYNOPSIS 

Alleging interference with their right to manage their 
property, the plaintiffs sought to nullify an amendatory 
ordinance of the City of Bacolod making it unlawful for 
any proprietor, lessee or operator of an amusement place 
to admit two or more persons with only one admission 
ticket. The lower court, on the basis of the memoranda 
submitted by the parties, nullified the ordinance “for being 
in contravention” of the constitution. On appeal, the Su- 
preme Court held that the lower court should have required 
plaintiffs to present evidence to rebut the presumption of 
the validity of the ordinance and stated that a reliance 
on the possible adverse effect on property rights of a 
regulatory measure under the police power does not suffice 
for a declaration of unconstitutionality under the due 
process clause. 

Judgment set aside. 

SYLLABUS 

of the Ruling of the Court 

1. Constitutional Law; Municipal Ordinance; Declaration op 

Unconstitutionality; Procedural Requirement. — As a pro- 
cedural requirement, a, party assailing the constitutionality of 
a municipal ordinance must present evidence to rebut the 
presumption of its validity. An ordinance valid on its face 
may not be declared unconstitutional by a mere reliance on 
the memorandum submitted by the parties. 

2. Id. ; Id. ; Id. ; Substantive Rule op Law. — Reliance on the pos- 

sible adverse effect on property rights of a regulatory measure 
under the police power does not suffice for a declaration of 





